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§570.481 Definitions.

(a) Except for terms defined in appli-
cable statutes or this subpart, the Sec-
retary will defer to a state’s defini-
tions, provided that these definitions
are explicit, reasonable and not plainly
inconsistent with the Act. As used in
this subpart, the following terms shall
have the meaning indicated:

(1) Act means title I of the Housing
and Community Development Act of
1974 (42 U.S.C. 5301 et seq.).

(2) CDBG funds means Community
Development Block Grant funds, in the
form of grants under this subpart and
program income, and loans guaranteed
by the state under section 108 of the
Act.

(b) [Reserved]

[67 FR 53397, Nov. 9, 1992, as amended at 61
FR 5209, Feb. 9, 1996]
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(a) General. The choice of activities
on which block grant funds are ex-
pended represents the determination
by state and local participants, devel-
oped in accordance with the state’s
program design and procedures, as to
which approach or approaches will best
serve these interests. The eligible ac-
tivities are listed at section 105(a) of
the Act.

(b) Special assessments under the CDBG
program. The following policies relate
to special assessments under the CDBG
program:

(1) Public improvements initially as-
sisted with CDBG funds. Where CDBG
funds are used to pay all or part of the
cost of a public improvement, special
assessments may be imposed as fol-
lows:

(i) Special assessments to recover the
CDBG funds may be made only against
properties owned and occupied by per-
sons not of low and moderate income.
These assessments constitute program
income.

(ii) Special assessments to recover
the non-CDBG portion may be made,
provided that CDBG funds are used to
pay the special assessment in behalf of
all properties owned and occupied by
low and moderate income persons; ex-
cept that CDBG funds need not be used
to pay the special assessments in be-
half of properties owned and occupied

Eligible activities.
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by moderate income persons if, when
permitted by the state, the unit of gen-
eral local government certifies that it
does not have sufficient CDBG funds to
pay the assessments in behalf of all of
the low and moderate income owner-
occupant persons. Funds collected
through such special assessments are
not program income.

(2) Public improvements not initially as-
sisted with CDBG funds. CDBG funds
may be used to pay special assessments
levied against property when this form
of assessment is used to recover the
capital cost of eligible public improve-
ments initially financed solely from
sources other than CDBG funds. The
payment of special assessments with
CDBG funds constitutes CDBG assist-
ance to the public improvement.
Therefore, CDBG funds may be used to
pay special assessments, provided that:

(i) The installation of the public im-
provements was carried out in compli-
ance with requirements applicable to
activities assisted under this subpart,
including labor, environmental and cit-
izen participation requirements;

(ii) The installation of the public im-
provement meets a criterion for na-
tional objectives. (See §570.483(b)(1),
(c), and (d).)

(iii) The requirements of
§570.482(b)(1)(ii) are met.

(c) Special eligibility provisions. (1)
Microenterprise development activities
eligible under section 105(a)(23) of the
Housing and Community Development
Act of 1974, as amended (42 U.S.C. 5301
et seq.) (the Act) may be carried out ei-
ther through the recipient directly or
through public and private organiza-
tions, agencies, and other subrecipients
(including nonprofit and for-profit sub-
recipients).

(2) Provision of public services. The fol-
lowing activities shall not be subject to
the restrictions on public services
under section 105(a)(8) of the Act:

(i) Support services provided under
section 105(a)(23) of the Act, and para-
graph (c) of this section;

(ii) Services carried out under the
provisions of section 105(a)(15) of the
Act, that are specifically designed to
increase economic opportunities
through job training and placement
and other employment support serv-
ices, including, but not limited to, peer
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support programs, counseling, child
care, transportation, and other similar
services; and

(iii) Services of any type carried out
under the ©provisions of section
105(a)(15) of the Act pursuant to a
strategy approved by a state under the
provisions of §91.315(e)(2) of this title.

(3) Environmental cleanup and eco-
nomic development or redevelopment
of contaminated properties. Remedi-
ation of known or suspected environ-
mental contamination may be under-
taken under the authority of section
205 of Public Law 105-276 and section
105(a)(4) of the Act. Economic develop-
ment activities carried out under sec-
tions 105(a)(14), (a)(15), or (a)(17) of the
Act may include costs associated with
project-specific assessment or remedi-
ation of known or suspected environ-
mental contamination.

(d) [Reserved]

(e) Guidelines and objectives for evalu-
ating project costs and financial require-
ments—(1) Applicability. The following
guidelines, also referred to as the un-
derwriting guidelines, are provided to
assist the recipient to evaluate and se-
lect activities to be carried out for eco-
nomic development purposes. Specifi-
cally, these guidelines are applicable to
activities that are eligible for CDBG
assistance under section 105(a)(17) of
the Act, economic development activi-
ties eligible under section 105(a)(14) of
the Act, and activities that are part of
a community economic development
project eligible under section 105(a)(15)
of the Act. The use of the underwriting
guidelines published by HUD is not
mandatory. However, states electing
not to use these guidelines would be ex-
pected to ensure that the state or units
of general local government conduct
basic financial underwriting prior to
the provision of CDBG financial assist-
ance to a for-profit business.

(2) Objectives. The underwriting
guidelines are designed to provide the
recipient with a framework for finan-
cially underwriting and selecting
CDBG-assisted economic development
projects which are financially viable
and will make the most effective use of
the CDBG funds. Where appropriate,
HUD’s underwriting guidelines recog-
nize that different levels of review are
appropriate to take into account dif-
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ferences in the size and scope of a pro-
posed project, and in the case of a
microenterprise or other small busi-
ness to take into account the dif-
ferences in the capacity and level of so-
phistication among businesses of dif-
fering sizes. Recipients are encouraged,
when they develop their own programs
and underwriting criteria, to also take
these factors into account. These un-
derwriting guidelines are published as
appendix A to this part. The objectives
of the underwriting guidelines are to
ensure:

(i) That project costs are reasonable;

(ii) That all sources of project financ-
ing are committed;

(iii) That to the extent practicable,
CDBG funds are not substituted for
non-Federal financial support;

(iv) That the project is financially
feasible;

(v) That to the extent practicable,
the return on the owner’s equity in-
vestment will not be unreasonably
high; and

(vi) That to the extent practicable,
CDBG funds are disbursed on a pro rata
basis with other finances provided to
the project.

(f) Standards for evaluating public ben-
efit—(1) Purpose and applicability. The
grantee is responsible for making sure
that at least a minimum level of public
benefit is obtained from the expendi-
ture of CDBG funds under the cat-
egories of eligibility governed by these
standards. The standards set forth
below identify the types of public ben-
efit that will be recognized for this pur-
pose and the minimum level of each
that must be obtained for the amount
of CDBG funds used. These standards
are applicable to activities that are eli-
gible for CDBG assistance under sec-
tion 105(a)(17) of the Act, economic de-
velopment activities eligible under sec-
tion 105(a)(14) of the Act, and activities
that are part of a community economic
development project eligible under sec-
tion 105(a)(15) of the Act. Certain pub-
lic facilities and improvements eligible
under section 105(a)(2) of the Act,
which are undertaken for economic de-
velopment purposes, are also subject to
these standards, as specified in
§570.483(b)(4)(vi)(F)(2). Unlike the
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guidelines for project costs and finan-
cial requirements covered under para-
graph (a) of this section, the use of the
standards for public benefit is manda-
tory.

(2) Standards for activities in the aggre-
gate. Activities covered by these stand-
ards must, in the aggregate, either:

(i) Create or retain at least one full-
time equivalent, permanent job per
$35,000 of CDBG funds used; or

(ii) Provide goods or services to resi-
dents of an area, such that the number
of low- and moderate-income persons
residing in the areas served by the as-
sisted businesses amounts to at least
one low- and moderate-income person
per $350 of CDBG funds used.

(3) Applying the aggregate standards.
(i) A state shall apply the aggregate
standards under paragraph (e)(2) of this
section to all funds distributed for ap-
plicable activities from each annual
grant. This includes the amount of the
annual grant, any funds reallocated by
HUD to the state, any program income
distributed by the state and any guar-
anteed loan funds made under the pro-
visions of subpart M of this part cov-
ered in the method of distribution in
the final statement for a given annual
grant year.

(ii) The grantee shall apply the ag-
gregate standards to the number of
jobs to be created/retained, or to the
number of persons residing in the area
served (as applicable), as determined at
the time funds are obligated to activi-
ties.

(iii) Where an activity is expected
both to create or retain jobs and to
provide goods or services to residents
of an area, the grantee may elect to
count the activity under either the
jobs standard or the area residents
standard, but not both.

(iv) Where CDBG assistance for an
activity is limited to job training and
placement and/or other employment
support services, the jobs assisted with
CDBG funds shall be considered to be
created or retained jobs for the pur-
poses of applying the aggregate stand-
ards.

(v) Any activity subject to these
standards which meets one or more of
the following criteria may, at the
grantee’s option, be excluded from the
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aggregate standards described in para-
graph (f)(2) of this section:

(A) Provides jobs exclusively for un-
employed persons or participants in
one or more of the following programs:

(I) Jobs Training Partnership Act
(JTPA);

(2) Jobs Opportunities
Skills (JOBS); or

(3) Aid to Families with Dependent
Children (AFDC);

(B) Provides jobs predominantly for
residents of Public and Indian Housing
units;

(C) Provides jobs predominantly for
homeless persons;

(D) Provides jobs predominantly for
low-skilled, low- and moderate-income
persons, where the business agrees to
provide clear opportunities for pro-
motion and economic advancement,
such as through the provision of train-
1ng;

(E) Provides jobs predominantly for
persons residing within a census tract
(or block numbering area) that has at
least 20 percent of its residents who are
in poverty;

(F) Provides assistance to busi-
ness(es) that operate(s) within a census
tract (or block numbering area) that
has at least 20 percent of its residents
who are in poverty;

(G) Stabilizes or revitalizes a neigh-
borhood income that has at least 70
percent of its residents who are low-
and moderate-income;

(H) Provides assistance to a Commu-
nity Development Financial Institu-
tion (as defined in the Community De-
velopment Banking and Financial In-
stitutions Act of 1994, (12 U.S.C. 4701
note)) serving an area that has at least
70 percent of its residents who are low-
and moderate-income;

(I) Provides assistance to an organi-
zation eligible to carry out activities
under section 105(a)(15) of the Act serv-
ing an area that has at least 70 percent
of its residents who are low- and mod-
erate-income;

(J) Provides employment opportuni-
ties that are an integral component of
a project designed to promote spatial
deconcentration of low- and moderate-
income and minority persons;

(K) With prior HUD approval, pro-
vides substantial benefit to low-income

for Basic
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persons through other innovative ap-
proaches;

(L) Provides services to the residents
of an area pursuant to a strategy ap-
proved by the State under the provi-
sions of §91.315(e)(2) of this title;

(M) Creates or retains jobs through
businesses assisted in an area pursuant
to a strategy approved by the State
under the provisions of §91.315(e)(2) of
this title.

(N) Directly involves the economic
development or redevelopment of envi-
ronmentally contaminated properties.

(4) Standards for individual activities.
Any activity subject to these standards
which falls into one or more of the fol-
lowing categories will be considered by
HUD to provide insufficient public ben-
efit, and therefore may under no cir-
cumstances be assisted with CDBG
funds:

(i) The amount of CDBG assistance
exceeds either of the following, as ap-
plicable:

(A) $50,000 per full-time equivalent,
permanent job created or retained; or

(B) $1,000 per low- and moderate-in-
come person to which goods or services
are provided by the activity.

(ii) The activity consists of or in-
cludes any of the following:

(A) General promotion of the commu-
nity as a whole (as opposed to the pro-
motion of specific areas and programs);

(B) Assistance to professional sports
teams;

(C) Assistance to privately-owned
recreational facilities that serve a pre-
dominantly higher-income clientele,
where the recreational benefit to users
or members clearly outweighs employ-
ment or other benefits to low- and
moderate-income persons;

(D) Acquisition of land for which the
specific proposed use has not yet been
identified; and

(E) Assistance to a for-profit business
while that business or any other busi-
ness owned by the same person(s) or
entity(ies) is the subject of unresolved
findings of noncompliance relating to
previous CDBG assistance provided by
the recipient.

(5) Applying the individual activity
standards. (i) Where an activity is ex-
pected both to create or retain jobs and
to provide goods or services to resi-
dents of an area, it will be disqualified
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only if the amount of CDBG assistance
exceeds both of the amounts in para-
graph (f)(4)(i) of this section.

(ii) The individual activity tests in
paragraph (f)(4)(i) of this section shall
be applied to the number of jobs to be
created or retained, or to the number
of persons residing in the area served
(as applicable), as determined at the
time funds are obligated to activities.

(iii) Where CDBG assistance for an
activity is limited to job training and
placement and/or other employment
support services, the jobs assisted with
CDBG funds shall be considered to be
created or retained jobs for the pur-
poses of applying the individual activ-
ity standards in paragraph (f)(4)(i) of
this section.

(6) Documentation. The state and its
grant recipients must maintain suffi-
cient records to demonstrate the level
of public benefit, based on the above
standards, that is actually achieved
upon completion of the CDBG-assisted
economic development activity(ies)
and how that compares to the level of
such benefit anticipated when the
CDBG assistance was obligated. If a
state grant recipient’s actual results
show a pattern of substantial variation
from anticipated results, the state and
its recipient are expected to take those
actions reasonably within their respec-
tive control to improve the accuracy of
the projections. If the actual results
demonstrate that the state has failed
the public benefit standards, HUD may
require the state to meet more strin-
gent standards in future years as ap-
propriate.

(g) Amendments to economic develop-
ment projects after review determinations.
If, after the grantee enters into a con-
tract to provide assistance to a project,
the scope or financial elements of the
project change to the extent that a sig-
nificant contract amendment is appro-
priate, the project should be reevalu-
ated under these and the recipient’s
guidelines. (This would include, for ex-
ample, situations where the business
requests a change in the amount or
terms of assistance being provided, or
an extension to the loan payment pe-
riod required in the contract.) If a re-
evaluation of the project indicates that
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the financial elements and public ben-
efit to be derived have also substan-
tially changed, then the recipient
should make appropriate adjustments
in the amount, type, terms or condi-
tions of CDBG assistance which has
been offered, to reflect the impact of
the substantial change. (For example,
if a change in the project elements re-
sults in a substantial reduction of the
total project costs, it may be appro-
priate for the recipient to reduce the
amount of total CDBG assistance.) If
the amount of CDBG assistance pro-
vided to the project is increased, the
amended project must still comply
with the public benefit standards under
paragraph (f) of this section.

(h) Prohibition on use of assistance for
employment relocation activities—(1) Pro-
hibition. CDBG funds may not be used
to directly assist a business, including
a business expansion, in the relocation
of a plant, facility, or operation from
one labor market area (LMA) to an-
other LMA if the relocation is likely to
result in a significant loss of jobs in
the LMA from which the relocation oc-
curs.

(2) Definitions. The following defini-
tions apply to the section:

(1) Directly assist. Directly assist
means the provision of CDBG funds to
a  business pursuant to section
105(a)(15) or (17) of the Housing and
Community Development Act of 1974
(42 U.S.C. 5301 et seq). Direct assistance
also includes assistance under section
105(a)(1), (2), (4), (7), and (14) of the
Housing and Community Development
Act of 1974, when the state’s grantee,
subrecipient, or nonprofit entity eligi-
ble under section 105(a)(15) enters into
an agreement with a business to under-
take one or more of these activities as
a condition of the business relocating a
facility, plant, or operation to the
LMA. Provision of public facilities and
indirect assistance that will provide
benefit to multiple businesses does not
fall under the definition of ‘‘directly
assist,”” unless it includes the provision
of infrastructure to aid a specific busi-
ness that is the subject of an agree-
ment with the specific assisted busi-
ness.

(ii) Labor market area (LMA). For
metropolitan areas, an LMA is an area
defined as such by the U.S. Bureau of
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Labor Statistics (BLS). An LMA is an
economically integrated geographic
area within which individuals can live
and find employment within a reason-
able distance or can readily change em-
ployment without changing their place
of residence. In addition, LMAs are
nonoverlapping and geographically ex-
haustive. For metropolitan areas,
grantees must use employment data, as
defined by the BLS, for the LMA in
which the affected business is cur-
rently located and from which current
jobs may be lost. For non-metropolitan
areas, grantees must use employment
data, as defined by the BLS, for the
LMA in which the assisted business is
currently located and from which cur-
rent jobs may be lost. For non-metro-
politan areas, a LMA is either an area
defined by the BLS as an LMA, or a
state may choose to combine non-met-
ropolitan LMAs. States are required to
define or reaffirm prior definitions of
their LMAs on an annual basis and re-
tain records to substantiate such areas
prior to any business relocation that
would be impacted by this rule. Metro-
politan LMAs cannot be combined, nor
can a non-metropolitan LMA be com-
bined with a metropolitan LMA. For
the Insular Areas, each jurisdiction
will be considered to be an LMA. For
the HUD-administered Small Cities
Program, each of the three partici-
pating counties in Hawaii will be con-
sidered to be its own LMA. Recipients
of Fiscal Year 1999 Small Cities Pro-
gram funding in New York will follow
the requirements for State CDBG re-
cipients.

(iii) Operation. A business operation
includes, but is not limited to, any
equipment, employment opportunity,
production capacity, or product line of
the business.

(iv) Significant loss of jobs. (A) A loss
of jobs is significant if: The number of
jobs to be lost in the LMA in which the
affected business is currently located is
equal to or greater than one-tenth of
one percent of the total number of per-
sons in the labor force of that LMA; or
in all cases, a loss of 500 or more jobs.
Notwithstanding the aforementioned, a
loss of 25 jobs or fewer does not con-
stitute a significant loss of jobs.

(B) A job is considered to be lost due
to the provision of CDBG assistance if
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the job is relocated within three years
from the date the assistance is pro-
vided to the business or the time period
within which jobs are to be created as
specified by the agreement among the
business, the recipient, and the state
(as applicable) if it is longer than three
years.

(3) Written agreement. Before directly
assisting a business with CDBG funds,
the recipient, subrecipient, or (in the
case of any activity carried out pursu-
ant to 105(a)(15)) nonprofit entity shall
sign a written agreement with the as-
sisted business. The written agreement
shall include:

(i) Statement. A statement from the
assisted business as to whether the as-
sisted activity will result in the reloca-
tion of any industrial or commercial
plant, facility, or operation from one
LMA to another and, if so, the number
of jobs that will be relocated from each
LMA;

(ii) Required certification. If the assist-
ance will not result in a relocation cov-
ered by this section, a certification
from the assisted business that neither
it, nor any of its subsidiaries, has plans
to relocate jobs at the time the agree-
ment is signed that would result in a
significant job loss as defined in this
rule; and

(iii) Reimbursement of assistance. The
agreement shall provide for reimburse-
ment to the recipient of any assistance
provided to, or expended on behalf of,
the business in the event that assist-
ance results in a relocation prohibited
under this section.

(4) Assistance not covered by this para-
graph. This paragraph does not apply
to:

(1) Relocation assistance. Relocation
assistance required by the Uniform As-
sistance and Real Property Acquisition
Policies Act of 1970 (URA), (42 U.S.C.
4601-4655); optional relocation assist-
ance under section 105(a)(11), as imple-
mented at 570.606(d);

(ii) Microenterprises. Assistance to
microenterprises as defined by section
102(a)(22) of the Housing and Commu-
nity Development Act of 1974; and

(iii) Arms-length transactions. Assist-
ance to a business that purchases busi-
ness equipment, inventory, or other
physical assets in an arms-length
transaction, including the assets of an
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existing business, provided that the
purchase does not result in the reloca-
tion of the sellers’ business operation
(including customer base or list, good-
will, product lines, or trade names)
from one LMA to another LMA and
does not produce a significant loss of
jobs in the LMA from which the reloca-
tion occurs.

[67 FR 53397, Nov. 9, 1992, as amended at 60
FR 1949, Jan. 5, 1995; 61 FR 54921, Oct. 22, 1996;
70 FR 76370, Dec. 23, 2005; 71 FR 30035, May 24,
2006]

§570.483 Criteria for national objec-
tives.

(a) General. The following criteria
shall be used to determine whether a
CDBG assisted activity complies with
one or more of the national objectives
as required to section 104(b)(3) of the
Act. (HUD is willing to consider a
waiver of these requirements in accord-
ance with §570.480(b)).

(b) Activities benefiting low and mod-
erate income persons. An activity will be
considered to address the objective of
benefiting low and moderate income
persons if it meets one of the criteria
in paragraph (b) of this section, unless
there is substantial evidence to the
contrary. In assessing any such evi-
dence, the full range of direct effects of
the assisted activity will be considered.
The activities, when taken as a whole,
must not benefit moderate income per-
sons to the exclusion of low income
persons:

(1) Area benefit activities. (i) An activ-
ity, the benefits of which are available
to all the residents in a particular
area, where at least 51 percent of the
residents are low and moderate income
persons. Such an area need not be co-
terminous with census tracts or other
officially recognized boundaries but
must be the entire area served by the
activity. Units of general local govern-
ment may, at the discretion of the
state, use either HUD-provided data
comparing census data with appro-
priate low and moderate income levels
or survey data that is methodologi-
cally sound. An activity that serves an
area that is not primarily residential
in character shall not qualify under
this criterion.
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